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UNIT I: OVERVIEW -- FINANCIAL MANAGEMENT

OBJECTIVE

After completion of this unit, participants will be familiar
with the cyclical nature of budgeting and financial
management, the overview of the course, and with their fellow
participants. '



What Is Financial Management?

Change, tradition, growth, survival -- each is a chal;enge for
the fire service. One common strain is evident in these
challenges, and that is money. Money is the lifeblood of any
organization and it is becoming less and less available. The
fire service is being held accountable for its actions and is
being forced to compete for tax dollars and Jjustify its
existence.

Proposition 2 1/2 in Massachusetts and Proposition 13 in
California are examples that illustrate a growing requirement .
for all public organizations to account for their fiscal
actions and to continue or improve their level of service with -
less revenue. -

Financial management, by definition, is the art or skill of
directing the 3judicious use of money to accomplish an end.
Additionally, financial management is both a staff and line
function that supports service delivery and is usually a
direct responsibility of the fire <chief. In large
metropolitan departments, the financial manager is a
designated member of the fire chief's top staff. :

Although financial managers are top-ranking members of the
department, they alone cannot truly "manage" all expenditures
all the time. Financial management is a shared responsibility
within the department.

All members must recognize their responsibility in financial
management and be allowed to participate in the entire
process. Again, the chief executive officer is a key player
in an effective financial management program.

The Budget Process

A budget is defined as a statement of the financial position
of an administration for a definite period of time based on
estimates of expenditures during that period and proposals for
financing them. Basically, a budget is a tool for managing
finances during a given period of time. The complexity of a
budget is usually directly proportional to the size of the
department and the revenues allocated. However, the process
is essentially the same.

The process of securing budget appropriations has many phases
and they normally evelve through a cyclical process. This
process involves documenting financial needs, justifying them,
administering the funds, managing expenditures, evaluating
achievements, and planning for the future.

Unless you are organizing a fire department for the first
time, your department is already involved in a budget cycle.
Most cycles completely evolve in 12 months and often overlap
the beginning of the next cycle.

The nature of financial management and the budget process
requires the organization to be actively involved in all
phases simultaneously throughout the cycle. The success of
each phase is dependent upon the success of the others. All



must coordinate efficiently to achieve effective budget
management. )

Components of Financial Management

Effective budgeting 1is essential but it is the easy part of
financial management. Good financial management is directed
through accurate long-range department planning. Thus
financial management is budgeting plus financial planning,
administration, and evaluation.

As mentioned earlier, the size of a department is a major
factor in determining the appropriate budget process.
Financial management in many departments will require the
full-time efforts of an expert financial manager. To fully
appreciate the complexities of financial management, this
course is organized as follows:

System Design

1. System concept.

2. Identify what you are doing and why.

3. Organizational design.

4. Evaluate alternative services and delivery methods;

5. Analyze productivity and benefits.

Budget Preplanning

1. Evaluating local setting for budget preparation.

2, Identify types of budgets.

3. Establish internal budget process.

4. Develop a task analysis and program budget.

5. Establish budget priorities.

6. Interface with other departments.

7. Develop new revenue sources.

8. Evaluate revenue sources.

Justify the Budget

1. Types of strategies.

2. Know the financial system and the bddget.

3. Compare you experience and activities with other
agencies.

4. Know your objectives.

5. Know your audience.



6. S;les techniques.

7. Develop a marketing plan and schedule.
Budget Controls

_1. Financial and management audits.

2. Developing ipternal budget controls.
3. Establishing an expense/revenue plan.

4. Comparing actual expenditure/revenue with estimated
expenditure/revenue.

5. Reporting budget progress.

6. Managing budget adjustments.

7. Providing an audit trail.

8. Developing a purchase plan.

9. . Evaluation and manageﬁent cycle.

Although many Jjurisdictions have a budget process that
transpires in correspondence with a budget calendar, it is
important to understand that financial planning and the budget
process are ongoing and require a priority effort from all
department managers.

Rules of the Game

It is essential to understand and use the correct mechanics of
budgeting. However, it is equally important to understand the
political "rules of the game" in your local budget process.
Like anything political, it is many times more important who
you know than what you know. AS the fire service is required
to become more sophisticated in its management, it becomes
more and more evident that politics is a reality. As the
going gets tough in securing budget appropriations, the fire
service must get going. This requires politics. The effective
financial manager will definitely know local politics.

To get going will also require some major changes and the
financial manager must assume the role of change agent. The
public sector will become more innovative in management
practices and revenue collection in our do more with less
economy. For the fire service to successfully compete for its
share, the financial manager must be prepared to pursue
innovative ideas and choreograph constructive change.

To ensure responsiveness and ability to meet these demands,
fire chiefs must identify financial management as a top
priority for their departments. The goal of optimum financial
management must be achieved with the same effort and
enthusiasm afforded fire suppression programs.



UNIT 1II: SYSTEM DESIGN
OBJECTIVES
The participants will:

1. Formulate mission, goals, and objectives statements for a
community-wide fire protection system.

2. Identify desirable outcomes for programs within a typical
" fire department.

3. Evaluate programs in the fire department to accomplish
the mission of the fire protection system.

4. Identify their own department's strengths and weaknesses
with regard to planning.



System Concept

A system is a set of interacting elements that together form
an integrated whole. The elements are organized to accomplish
a purpose or a goal.

Fire Protection Defined

Too often fire protection is viewed to be fire suppression
only. "Fire protection® is used in a much larger context than
fire suppression. Fire protection includes all of the
elements that are involved in maintaining minimum loss of
life, property, and community consequences of fire to some
acceptable level the community desires or can afforded. Some
of these broader aspects include: '

Preveqtion Code development and enforcement.
| Public education/awareness.

Arson investigation.

Control ' Fire-resistive construction.
Hazard isclation

Suppression Automatic suppression systems.
Detection and alarm devices.
Manual suppression systems.
Investigation.

Community Fire Protection System

Traditionally, fire managers have taken too great'a burden of
fire protection upon themselves and have not considered f{ire
protection as a system. In a good fire protection system,
each element is aware that it is a part of the system and
accepts its responsibility. A fire department cannot alone
provide fire protection.

The fire manager's role in the community fire protection
system is to be the coordinator of the system. There are a
number of tasks that are associated with this role. Some of
the key ones are: 1) to identify all elements of the system;
2) to help each element clarify its fire protection
responsibilities, and 3) to cause each element to agree to and
commit to fulfill its system responsibilities.

As a fire manager, you are likely to be the one best able to
help other departments and agencies define and clarify their
fire protection responsibilities. It is important that in
coordinating the system the fire manager maintain a humanistic
and tactful approach. As a fire manager, you would likely
resent another department telling you what your department's
responsibility is in assisting them. To Dbe an effective
systems coordinator requires patience and tact.



One Possible Approach

One possible approach calls for fire managers to list those
departments and agencies in their community that have a role
in fire protection. Once each agency is identified, fire
managers  can then spell out the fire protection
responsibilities for each of the agencies. Each agency is
then advised what is being done, then asked to review the
responsibility list and modify it as necessary. Fire managers
should offer to meet with each department to clarify
responsibilities that have been identified. BEach agency
should be asked to respond in writing when they approve their
responsibility areas. This will help to gain commitment on
the part of department or agency.

This cooperative approach is by far the best; however, under
certain circumstances the fire manager may be forced to bring
the issue to administrative head of the organization or
directly to the legislative body for some review and policy
direction. Remember though, it is not passible to legislate
cooperation.

IDENTIFY WHAT YOU ARE DOING AND WHY
Planning

Planning, as defined by Webster, is to make a plan of; devise
a scheme for doing; and to have in mind as a project or
purpose. Planning is future-oriented. A plan specifies in
some form what you want to do or what you expect you
organization to do.

All plans must relate to the organizations's mission and
provide the . goals and objectives to satisfy the defined
mission. Por the purpose to this course, the word
"organization® will mean the entire government entity. The
fire department is one of the units of that organization.
Consequently, the fire department will have to devise its own
mission statement, goals, and objectives to meet the
organizations's mission, goals, and objectives.

Before we continue , let us establish a common understanding
of what mission, goals, and objectives really are. Together,
these three .items represent the organizational strategy set.

Mission

The mission provides the reason for the existence of any
organization, and the foundation for planning -- more
accurately, strategic planning. The mission should clearly
reflect the major services to be provided, be relative to the
community, be flexible, written and understood by everyone who
" will be expected to implement the mission. The mission helps
to keep people in the organization "on target." ’



Defines the purpose of the organization.

Characteristics include: 1) It defines and 1limits the
purpose, 2) It is short and clear, 3) It does not define how
it will be accomplished, 4) It does not establish measurements
or levels of service to be provided.

A good example would be:

"To provide fire and life safety for the people and property
in our city."

A poor example would be:

"To provide a reasonable degree of fire and life safety for
the people in our community at a reasonable cost to property
owners."

Goals

Goals provide methodologies for realizing the mission and the
basis for tactical planning. Specifically, the goals should
give direction to each functional area. Goals are more
specific than a mission, but should still be long-range
targets (3-5 years}). -

System Goals

System goals define the desirable outcomes  for the
organization in general and/or philosophical terms.

Good examples would be:

"To control the number of large-loss fires in commercial and
industrial occupancies."

"To control the number of incidents in single-family
residential occupancies within the city."

A poor example would be:

"To maintain five-member engine companies in residential
areas."

It should be noted and explained that system goals reference
desirable outcomes in terms of: 1) Life risk or loss, 2)
property- risk or .loss, 3) community impact, and 4) cost of
operation. ' _

Objectives

Objectives provide the steps for day-to-day implementation of
the strategic plan and the basis for operational planning.
Objectives will define quantifiable criteria for measurement
(quantity, quality, time allowed, and cost), and a basis for
data gathering to determine if the objectives are being met.
Bach objective should relate to a specific goal.



Performance Objectives

The degree to which goals will be accomplished defined
performance objectives. These objectives set forth measurable
criteria defining the degree to which the systems' goals will
be accomplished. The desirable goal of setting performance
cbjectives is to control the incidence of fire in residential
occupancies within the city.

Building upon the above goal, a good performance objective
would be:

"No more than 6.7 fires per 1,000 single-family residential
occupancies within the city in a year, based upon a 5-year
average."

It should be emphasized that the above measures relate to the
organizational goal relating to incidents in residences; in
other words," the protection of property", a system goal.

In an actual.plan, goals would be developed for all desirable
outcomes for the protection of life, property, and community.
Then performance objectives, or the degree of accomplishment,
would be developed £for each goal. This sets the base
measurement for evaluating the effectiveness of the fire
department in terms of resources spent.

Uncontrollable Factors

The first step of any planning process is to determine what
you are deoing and why you are doing it. To begin the planning
process, you must first review the legal and/or legislative
obligations and policies of the community. These are the
"uncontrollable"factors that will impact the financial
planning process and include the local policies and codes,
state laws, and any federal acts or laws that may have an
effect upon your organization's financial condition.

Goal Setting

After the uncontrollable factors have been identified, a
financial needs assessment is routinely performed next in the
planning process. This step is also referred to as the "goal
setting® phase. This is when the needs of the community must
be assessed, as well as the financial readiness of the
organization and the fire department to respond to those
needs. The needs of the community, as they relate to the fire
department, can usually be translated into goals for the fire
department to satisfy.

Data Collection

To satisfy the identified goals the organization will have to
gather data about the community and determine what services,
including legal services, will be required to meet those
goals. A statement adopted by International City Management
Association (ICMA) members clarifies the need for collecting
data about the community and how it should be analyzed, "the
equitable distribution of city government services is being
redefined under the pressures of change in today's society.

9



For example, it is not an adequate policy that garbage pickup
be provided on the same regular schedule in all sections of
the city. Certain sections may need a higher level or
frequency of service to maintain a reasonable level of
environmental sanitation. Educational services must aim at
student achievement levels, not merely equal dollar inputs per
student. The obijective of local government service programs
needs to be equal output, not equal input. Service levels
must be matched to relative needs.”

When service and resource allocations are to be evaluated by
reference to demographic and geographic conditions, and by
input from citizens, several data management issues must be
considered: 1) Definition of service area, 2) specification
of data to be collected about people and their environment, 3)
specification of data on the service performance, 4) agreement
on performance evaluation criteria and the ways in which
results will be measured, and 5) reconciliation of data
aggregated on dissimilar bases.

As a reminder, the analysis of this data will usually
translate into goals for each of the departments of the
organization. After the goals have been determined,
objectives for meeting those goals must be defined. The
objectives should be quantitiable and they must be prioritized
according to their degree of criticalness to preparations in
relation to the jurisdiction's overall mission. To carry out
the objectives, human and material resources must be
identified.

Financial Strategic Plan

After the organization's mission statements have been
determined, and the department's mission statement, goals, and
objectives have been identified, work may begin on the
department's financial strategic plan. First of all, the
strategic plan should assign responsibilities for specific

activities (division manager, program manager, task force
- leader, etc.) and the expected results from those activities.
A strategic plan should also include a time schedule to
monitor and control the plan's progress.

There are several models that can be used for this purpose,
such as the Critical Path Method (CPM), Performance Evaluation
and Review Technique (PERT), Milestone chart, or Gantt chart.
Before too much work is put into strategic planning, the need
for a financial strategic plan must be approved by the
decisionmakers.

The significant elements of planning include: 1) Performing
a community needs assessment which translate intoc department
goal setting, 2) defining and prioritizing objectives, 3)
identifying human and material resources and constraints, 4)
assigning responsibilities, 5) establishing a time schedule to
monitor and control the plan's progress, and 6) receiving
approval to conduct the plan.

The financial strategic plan must be tied directly to the
jurisdiction's mission and define how the department's goals

10



and objectives will either support the needs identified or
improve the services currently provided.

Historic Perspective

When presenting the concepts and theories of £financial
planning and budget making, very few texts mention the
significance of possessing a sense of history about the
jurisdiction, the legislature, or the administrative
organization. Pragmatically, this knowledge or awareness can
be of immeasurable value when it comes to knowing what
programs have a chance of making it through the entire budget
process unassisted and which programs will need to be fought
for or sacrificed. To begin with, human nature is such that
everyone will have a favorite department or program. This
includes the most professional administrator and all elected
legislators.

In the public sector, elected officials are often motivated by
forces, that are more political and social than economic. For
example, a project which might have social benefits and be
economically sound could be rejected by elected officials if
it were politically unpopular. Or a project that 1is
economically unsound with doubtful social benefits may be
"approved because an elected official had adopted it as a "pet
project.” It will be beneficial to have some idea of the
depth of the legislators' understanding about the issues in
the community and their knowledge of the fire department’'s
operations.

Knowledge of Community

The community in general is going to be more supportive of
certain departments or programs than others. For example,
private business is affected by municipal finances because, in
most Jjurisdictions, it is one of the prime sources of
municipal revenues and a recipient of municipal services.
Most businesses have a tendency toc be very supportive of the
police department and its programs, particularly those
programs aimed at reducing the types of crimes that would
affect businesses. The interests of the citizens themselves
are better understood and are more obvious than those of the
business community.

It is beneficial to have a good idea about the community's,
legislators', and administration's attitudes regarding growth.
This knowledge will help the fire department administrator
organize the department accordingly and determine significant
future issues. For example, will a certain type of property
owner be more influential than another in the future? Will
fire department personnel need to acquire specialized skills,
knowledge, or equipment to properly handle future problems?

Rnowledge Of Departments -

1n ‘addition to knowing the community, the fire department
financial planner should also have a good grasp of the fire
department itself. An area of concern would be the
community's perception of the fire department. Remember, we
are talking about perceptions. What the fire department is

11



actually responsible for, or does, is often unknown to theé
community. Specific areas of concern include how the
performance of the fire department is viewed and the general
attitude and responsiveness to issues that are deemed
important by the community. Does the fire department make
things happen, react to things that happen, or watch things
happen? "Things® refers to nonemergency activities such as
public fire safety education, fire prevention activities,
hazardous materials awareness programs, etcC. In terms of
financial management, the most important consideration would
be how the community perceives the financial obligation of
maintaining a fire department. Does the community view it as
an agency that simply receives and exhausts appropriations or
as a department that is monitoring and controlling the
appropriations, and perhaps even making some efforts to reduce
expenditures and create the necessary rescurces to maintain or
expand existing programs?

Organizational Design

At this point in the process, effective programs are
identified, set in priority order, and selected -- based upon
their potential impact on System Goals. In actual experience,
the existing program areas are usually identified as where we
are Inow. At a later time, needed changes in the current
. programs are identified and recorded as Enabling Objectives.
Usually, total programs are not eliminated. However, emphasis
or resources devoted to each may be adjusted dramatically.

Organizational Programs

Organizational programs —are -designed -to -provide: 1) ~Fire
response teams to control illegal or accidental fires, 2) fire
prevention education to train the public in safe fire
protection, 3) medical response teams to assist people with
emergency medical needs, 4) codes and enforcement to control
the number of incidents and the severity of fires, 5) fire
cause and arson investigation to control the number of fires
and hazardous materials incidents, 6) public assistance to
mitigate the conseguence of any emergency within the district
that may threaten life or property, and 7) hazardous materials
response teams to control and/or mitigate hazardous materials

emergency incidents.

Usually the above list includes all the programs or services
delivered by a typical fire department. However, these are
only examples of how the System Goals have been traditionally
accomplished. Careful cost/benefit analysis should be
periodically evaluated to be sure proper emphasis is placed
upon the appropriate programs.

Performance Objectives

For each of the Organizational Programs selected, a
corresponding set of Organizational Performance Objectives
should be identified. They will serve as part of the base
‘criteria for evaluating the effect and efficiency of resources
expended. '

12



As an example, Performance Objectives for the goal:
*To provide fire response teams"”
Performance Objectives

Process

1. Response to 80% of fires will be within 4 minutes of
receipt of alarm.

2. At least three trained firefighters will be on all
fire response engines.

3. All firefighters will be certified at levels
specified by the NFPA Professional Qualifications
Standards. '

4. At least 3,500 gpm fire flow will be within 20
minutes of receipt of alarm in all commercial and
industrial areas.

Impact

1. Damage after arrival will be limited to 15% of that
‘upon arrival.

2. No more than one large-loss fire (more than
$500,000) will occur in a year, based upon a l0-year
average.

Actual measurements should be based upon local conditions.
Performance . objectives should be developed for all
organizational goals to serve as the base criteria for
evaluating effectiveness of expended resources.

Support Programs
The same format should be used for clarifying Support Programs
within the organization. A Program Goal should be used and

the expected impact or "support®™ to Organizational Programs
stated. :

The same kind of performance objectives should be developed
for each support program within the system. For example:

Support Program #l: Training Division
Program Goal:
To maintain desirable skills, knowledge, and work attitudes

for fire department employees to effectively and safely
perform their assigned responsibilities.

13



Performance Objectives
Process:

1. Within one year after promotion, all fire officers will
have successfully completed the Six-Week Fire Services
Administrator's Institute Program.

2. All fire officers will successfully complete a one-week
management refresher course every Yyear, as approved by the
training officer,

3. Within one year after employment, all fire suppression
personnel will be certified in accordance with  NFPA .
Professional Qualifications for the position in which they
are expected to serve.

4. Ninety-six percent of all fire personnel and fire
companies will pass the minimum performance requirements in
quarterly performance examinations.

Impact:

1. No more than three injuries per 100 firefighters will
occur during emergency operations due to improper training in
technique or safety practices as determined by the Department
Safety Committee, based upon a 5-year average.

2. No large-loss fires will occur within the city as a
result of improper fire ground command due to inadequate
training as determined by the Post-Fire Analysis Team.

3. No employee grievances filed against the department will
be upheld due to improper or inadequate training of Fire
Officers as determined by the Grievance Review Panel.

The above measurements are only examples. The impact
measurements should be focused on the desirable outcomes for
that particular support program.

.Enabling Objectives

As the organizational design begins to take shape (and after
program analysis), it may become apparent that changes should
be made within the organization to improve the performance
and/or efficiency. ' These changes, if significant in nature,
are usuakly written in the form of objectives statements.

All objéctives statements shouldé include three specific
elements: time, quality, and quantity. In this way they are
specific and measurable. Examples are: .

1. By January 1, 19__ develop, adopt, and enforce a ccde to
require automatic sprinkler protection in .all basements in the
commercial areas of the city.

2. By July 1, 19__ train all personnel within the department
to the certification level prescribed by the NFPA for the
position in which they serve.

14



Current Effort)

When establishing a service delivery program within an
organization, program performance objectives should identify
anticipated activities in terms of ‘“process" and identify
results in terms of "impact."

However, often resources are not available to accomplish the
objective to its fullest extent. As an example, the objective
may be to "Respond to 80% of all fires within 4 minutes of
receipt of alarm."” However, resources will not permit the
construction of an adequate number of stations to facilitate
this response, In fact, only 40% of the alarms will be
responded to in the prescribed time. Therefore, the "current
effort” is only 50% of the desired "performance objective."

In other words the'Program, if fully funded, will accomplish
80% response in 4 minutes. If it is only partially funded,
accomplishment will be less than anticipated; in this case
40%.

Current effort simply defines the degree to which the program
is currently being funded. ’ ,

.15



UNIT III: PLANNING
OBJECTIVES
The participants will:

1. Use a model format to develop a long-range financial plan
in a typical fire department.

2. Describe the role of the financial planner as a change
agent.

3. Analyze community trends and evaluate alternative
services.

4. Analyze departmental productivity through specxfylng work
measurements and conducting cost/benefit analysxs.

5. “Identify their own departments' strengths and weaknesses
with regard to planning. :

Ta



IDENTIFY COMMUNITY TRENDS AND PATTERNS
Public Policy

To begin with, it must be remembered that the organization's
mission statement and goals determine how the fire department
will provide services to the 3jurisdiction and how the fire
department's resources will be allocated to satisfy that
migsion. "Public policy is the foundation for the entire
operation of the fire department. Elected officials are the
policy makers and it is the policies that are used by city
managers and fire chiefs to implement and manage programs that
provide the services to the public. Once a “policy' has been
determined and defined, the fire department management staff
then becomes the responsible party for implementation and
evaluation. The budget is the tool used. Policies determine
programs and service delivery and the fire department must use
the budget to carry out policy" (Burgess, "Management And
Budgeting in the Fire Service", 1984, p.l) '

Strategic planning is a central compeonent in the public policy
formulation process. The identification of goals and
cbjectives and the development of alternative programs to
~achieve those aims are principal contributions of strategic
planning in government. Since plans are translated into
reality through government spending, there must be a parallel
interest in the budget-making process. In other words, the
fire department financial planner(s) MUST be involved in the
politics of the Jjurisdiction. Plans are policies and
pelicies, in a democracy at any rate, spell politics. The
question is  not whether planning will reflect politics but
whose politics will it reflect. What values and whose values
will planners seek to implement? '

Political and Piscal Constraint

Realistically, every jurisdiction budget has both a political
constraint and a fiscal constraint. The former rises out of
the politician's hesitancy to increase taxes because tax
increases are unpopular with voters. The latter is the fiscal
limit beyond which taxpayer resistance would become so strong
that any efforts to expand the constraint would become self-
defeating. Therefore, those responsible for formulating the
financial plans of a fire department should -be directly
involved with the local political issues and politicians, and
stay abreast of any political developments at the other levels
of government (regional, state or national) which may have an
affect. upon their financial resources. '

Political Considerations

When interacting with the local politicians it is wise to
remember that their budgetmaking role is, usually, primarily
responsive. In almost all representative governments, budget
proposals are submitted to legislatures by the leaders of
administrative formations. Because budgetary initiatives lie
with administrative agencies, there is a tendency among
legislators to feel defensive and inadequate, and somewhat
less than properly prepared to pursue the triple goals of the
legislative budget procedure, which are:



1. Setting service levels.
2. Adoption of fiscal policy.
3. General review of administrative performance.

Legislators expressing feelings of inadequacy in dealing with
administrative formations often cite their <comparative
disadvantage in time, staff resources and, above all,
information. Increased amounts of information made available
to legislators have a predictable result: It increases demand
for legislative staff to digest it, and creates the danger of
information overload. Data can: distract as well as inform;
overwhelm capacities to assimilate and understand; obscure
rather than clarify; and, to no useful end, exhaust limited
time and energies of busy legislators. Information is
certainly needed, but it must be carefully organized to
illuminate issues, suggest options and stimulate thoughtful
legislative reflection. For this, the format of the budget is
the key instrument.

Community Needs

Beyond the political considerations are the needs of the
community and its citizens. Most fire departments analyze the
socio~demographics of the community; population, economic
conditions, employment situation, land use, property use, the
age and condition of structures and public facilities, crime
rate, general growth or decline by area, or the community as a
whole. Municipal financial characteristics change over time
as different interests desiring different service patterns
become dominant in given locations and the costs and benefits
of public services frequently do not remain uniform. Thus,
both the current socio-demographic attributes and the
direction of change in these attributes are potential factors
affecting financial patterns. The patterns may be expected to
differ depending on the current mix of constituents that
affect service demands and revenue bases. The patterns may
shift over time as the mix changes and predicting future
revenues and expenditures depends on expected shifts in the
mix. The particular socio-demographic attributes of
importance for identifying service demands and revenue are a
subject of empirical analysis. Many studies have shown that
socio-demographic information is useful for predicting
municipal expenditures.

Socio-Demographic Variables

If sophisticated analytical tools, and time, are available to
the fire department or the jurisdiction it would be possible
to use even more definitive socio-demographic attributes. For
example, the population could be analyzed by; the percentage
of population over the age of 62, the percentage of a specific
ethnic group, birth rate, etc. The economic condition of the
community could be analyzed by; the percentage of the
population below poverty level, the percentage of total
available housing currently occupied, business
diversification, the per <capita business income, the

percentage of change in per ¢apita personal income, .etc. ‘



Trends In Emergency Services

Another indicator of what the community needs are, or might
be, would be the trends in emergency services. These could be
measured by the types of services requested, freguency of
different responses, the time spent on specific responses,
resources (other than time) expended on specific responses,
- ete.

Usefulness Of Data

The important thing to remember when attempting to identify
the community's trends and needs is to not have tunnel vision.
An honest attempt should be made to acquire as much useful
information as possible. To collect data for the sake of
overwhelming the decision-makers is not only a waste of
resources, but remember, it may also backfire. The
legislators may actually read the material presented and ask
for Jjustifications about certain programs or for more
information, As stated earlier, empirical knowledge of the
_entire political, demographical and social conditions of the
~ community is essential. This knowledge will help in
determining what the legislators will want to know, what
should be made known to them and where the information might
be found. . :

EVALUATE ALTERNATIVE SERVICES AND DELIVERY METHODS

Alternative Services

The primary consideration for evaluating alternative services
and - delivery methods is to determine how the services
currently being provided, or being considered, serve the
organization's mission and the fire department's mission and
goals. There may be some non-emergency tasks, unrelated to
the department's mission and goals, that could be performed
cheaper, better or faster (more productively) by another
department or agency. Conversely, there may be some non-
emergency tasks, related to the department's mission and
goals, that could be performed cheaper, better or faster by
the fire department. Perhaps the fire department is providing
the proper emergency and non-emergency services, but maybe the
existing delivery methods can be modified to improve the level
of performance or productivity. Some fire departments have
terminated services that had traditionally been provided by
the fire department while others have added non-~traditional
services. A few fire departments are beginning to be run like
businesses in the respect that they are beginning to charge
for some of the services they provide. However, there are
many barriers the creative fire department administrator and
financial planner will have to overcome, both inside and
outside the fire service, before a fire department can be
expected to become completely responsible fiscally .

Simply thinking about alternative services or delivery methods
is often times both frustrating and exciting. When the entire
department becomes involved in the process both of the above
mentioned emotions are dramatically increased. However, the
fact of the matter is that citizens, legislators and
jurisdictional administrators are beginning to expect more

19



cost effectiveness performance from all governmental
operations. The departments that have taken the lead in
exploring the most effective and reasonable means of providing
desired services will be the ones that will receive the
resources to continue their own operations. The better
prepared departments might even be willing and expected to
assume -he operations of other departments as well.

ANALYZE PRODUCTIVITY AND BENEFITS
Private Industry Versus Government

Government expenditures generally are studied in great detail.
In contrast, benefits from these expenditures are frequently
not quantified. Benefit estimation is the uncharted of
budgeting. Because governments provide many services as .free
goods, budgetmakers should search for evidence of the public’s
willingness, rather than ability, to pay as a good way to
estimate benefits. : :

The measurements of productivity and benefits of private
industry are of little concern to most citizens, because
investing in a private industry is a voluntary act.
Additionally, just a little bit of financial knowledge can be
used to measure a private organization's efforts ({costs)
‘against accomplishments (revenues). However, this is not
necessarily true for governmental organizations.

In the first place governments extend an undeniable mandate to
contribute funds (taxes). The citizen's funds are legally
removed from him or her and as legally spent by the concerned
governmental organization. In the second place, the profit
motive does not operate as a measure of the quality of the
government's operations. Under present practices the "best”
governmental unit is likely to be one that ends the fiscal
year with the least amount of unspent citizens's funds. Thus
the financially uninformed citizen must contribute to an
organization which generally regards the spending of the full
amount of citizen dollars available as its prime measure of
success. :

A citizen can more easily grasp the priorities of city
management's goals if the budget relates the dollars requested
to the services provided. An alert financial planner should
always look for .evidence of tangible program benefits.
Generally, when people are willing to pay for a service as
they user and enjoy it, and the service charge covers costs,
the need to calculate benefits is sharply lessened. In this
situation, the willingness tc pay, the market price and the
resulting revenues regulate the service's size and shape. On
the other hand, it is difficult to place dollar values on the
output of public programs--many of which are tax-supported
precisely because people will not, or cannot, pay for them on
a service charge basis. Use of the public way, for example,
may be rationed by means of toll gates and parking meters, but
normally its use is "free"--that is, paid for by taxes, not
.service charges. In tax-supported programs, the taxing and
appropriation procedures tend to separate payment from use and
enjoyment. Public expenditures should be justified by their
impact on realizing the jurisdiction's mission, the
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community's needs and the'department's goals. Identifying the
proper level of expenditures to meet the above c¢riteria is the
key problem of financial planning and budgetmaking.

Productivity

Productivity is usually measured as achievements in relation
to objectives; objectives should relate to the jurisdiction's
mission and the department's goals. However, the fire service
has traditionally avoided production accountability because of
its "intangible presence in the community." As many fire
departments have found out though, or are finding out, both
the citizens and the legislators are expecting more
accountability and fiscal responsibility. In actuality these
expectation are very reasonable, albeit a new challenge and
transition for many fire service managers. The current trend
for measuring productivity in government agencies is through
the use of "program management", At best this is a ubiguitous
term that is applied without much discrimination to both
complex and simple activities, (e. g. N.A.S5.A's Space Program
or a "program" to replace light bulbs at city hall in the name
of conservation}.

Programs

Interest groups demand them; politicians put them forward;
administrators push them along. Almost any form of public
administration can be called a "program® without violating
semantic fitness. "Program" is increasingly preferred over
organizational concepts such as department, division, bureau
and section, which seem to convey unfashionable nuances of
bureaucratic power and rigidity. "Program®" has an anti-
institutional flavor about it, and suggests openness,
dynamism, purpose and progress. Most importantly, it seems to
imply results. Such a powerful abstraction deserves careful

study -- and, probably, more discriminating use. The most
common forms of programmatic budgeting are: Performance
Budgeting (PerB}; Program Budgeting (ProB);

Planning/Programming Budgeting Systems (PPBS), and Management
By Objectives (MBO).

Service Oriented Operations

While the performance apprcach is very useful for measuring
productivity-oriented operations, service~-criented operations
are stilk difficult to guantify when using only one method of
measurement. When looking at governmental services part of
the problem can be attributed to the complex, diverse and
sometimes contradictory department goals and how each of the
different departments may interact with the community.
Another reason it is difficult to measure the productivity of
a single department within a governmental agency is the
interdependency of the bureaucratic structure. Many
organizational units may be contributing (or thwarting) the
achievement of a single department's goal, or goals, and the
performance of the other units may not be measurable. The
problem here is not the difficulty in measuring the impact of
the performance of other organizational units on the
productivity of a single department. The problem is to devise
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a simple method to reflect that impact without making the
other departments lock bad in the eyes of the legislators.

Budget Principles
When these ambiguities are recognized, resolved or

acknowledged, budget programs are usually built on the
following principles. Programs are organized with boundaries

- which permit evaluation of goal achievement. Programs
facilitate comparison of alternative means of goal
achievement. Programs embrace all complementary components

necessary for goal achievement, and programs are shown on more
than one basis if this will provide a better basis for
evaluation of goal achievement. Program budgeting literature
tends to recommend that budgetmakers build program structure
around the 3jurisdiction's mission statement and goals. As
abstract as this concept may seem it at least provides some
sense of direction.

Ranking Objectives

Some objectives will be more important than others. Some will
not be accomplished to the desired level. It is 1mportant to
determine which are the most important and to identlfy the
degree to which they will be accomplished. This is true for
any of the three objective categories: System Performance
Objectives, Program Performance Objectives, or Enabling
Objectives. However, defining priorities for System
Performance Objectives is very difficult and may not in all
cases be worth the effort, because, essentially all objectives
will be of importance.

The following process can be used to analyze and evaluate
‘objectives so they can be ranked in order of importance. It
is important to establish an order of effectiveness and
priority when resources are limited.

Step One: Gather all the readily available and relevant
information on the subject.

Step Two: Assemble a group of knowledgeable people who
are to some degree familiar with the environment of the

situation.

Step Three: Give a suitable presentation to i:he group on
the problems, expected results, and process required to carry
it out. :

Step Four: Allow abhout fifteen minutes for discussion.

Step Five: Go around the room, asklng each individual to
suggest a positive or negative factor, using the form provided
to transpose onto a flipchart. List all suggestions, being
sure everyone's suggestions are listed.

Step Six: Rate each suggestion for cost or savings and
degree of impact.



Step Seven: Hang all the flipchart sheets in a row so the
participants can easily see them. Through discussion, gain
consensus on the order of rank, and of potential for
‘accomplishing the desired outcomes.

Automation Of Data Collection

Truly sophisticated electronic data processing can Dbe
accomplished with something as small--as a microcomputer and
the use of commercial software packages. Larger automated
systems, such as a local area network (LAN) or a wide area
network (WAN) would make it possible to gather more data and,
consequently, provide more data for processing and analysis.
As the development of information technology, in the areas of

beth  hardware and software, continues decentralized
information systems are becoming more affordable for many
agencies. The primary advantage of a decentralized

information system is that a vast amount of data and
processing capability is available without having to go
through the process of requesting information or reports from
a centralized data processing center. Today's technology is
geared towards end user control over data.

Analysis Paralysis

Perhaps of a word of caution is appropriate here. Just as you
would want to avoid information overload for your legislators
it is also wise to properly manage the amount of information
you should attempt to collect, process and analyze. If you
attempt to analyze too much information you may only succeed
in creating "analysis paralysis". The National Fire Academy
offers two excellent courses that will help you determine your
information, software and hardware needs. The courses are
Information Management Systems (IMS) in the Fire Service and
Microcomputers in the Fire Service. ‘

Nontechnical Development

In closing it must be stated that productivity improvement is
not limited to improved technology. Depending on the criteria
used to measure program effectiveness, productivity
enhancement can be achieved through the sound and proper
application of non-technical developments as well, 1like
management  techniques, training programs, public education
programs, or management philosophies. For example,
productivity might be enhanced if fire departments began
promoting the concept of training and educating personnel as
"generalists” instead of "specialists". This concept could
apply to line, line/staff, and staff assignments.

At best "productivity” is a nebulous term and is relative to
the needs and desires of the community. The responsible fire
administrator and financial planner should attempt to
correlate his or her department's performance with some means
of measuring its effectiveness, efficiency and productivity.



ROLE AS A CHANGE AGENT
Clarity

Many different ideas on why fire departments must be attuned
to the needs of the community, its' citizens, the politics and
the politicians. Furthermore, this unit has emphasized the
~ importance of why the fire service should develop its mission,

goals and objectives to support those of the local government
organization. One of the most significant points made in this
unit was that the fire service should start thinking of itself
and presenting itself as a productive, and maybe even a
financially independent, department within the jurisdiction.
Admittedly, in today's world, this- last goal may be beyond
reasonable expectation. None the less, anyone who attempts
any departures from the status quo will encounter resistance -
- more accurately, resistance to change.

All of us probably have a different definition of the word
"change". Each of our definitions having been influenced by
unigue experiences during our lifetimes and careers. Some of
the more common interpretations of change are:

1. To alter in condition.

2. To substitute or exchange.

3. To modify, deviate.

4. To make distinctly different from what was.
Types Of Change

While on the subject of describing change, 1let us also
differentiate between the types of change that we must
consider. First, there is unplanned change. This type of
change is created when situations occur to which someone or
some organization must react to. Second, there is planned
change. This type of change is a conscious, deliberate, and
usually collaborative effort to improve the operations of a
system through the utilization of knowledge.

Areas Of Change
There exists areas of change of which we should all be aware.

Knowledge change: A generalization about the change
experience, cognitive or conceptual understanding about
change. )

Skill change: The incorporation of new ways of performing
through the practice of changed behavior.

Attitude change: The adoption of new feelings through
experiencing success with change. :

Values Change: The adoption and rearrangement of one's
beliefs.



Response To Change

With some common understandings established, perhaps it is
appropriate that we now ask ourselves how the fire service
generally accepts change. After you have given this question
a few moments, think about how other industries accept change.
In all actuality most organizations, and the people that make
up those organizations, usually respond to change about the
same way. '

Shock. An intense feeling of disequilibrium.

Disbelief. A feeling of unreality about "why" the change is
occurring. '

Guilt. A feeling by the receiver of change that he or she has
done something wrong and that that error has brought about
the change.

Projection. The act of blaming someone else for the change.

Rationalization. The organism tries to "make sense" of the
change.

Integration. The receiving system tries to turn the change
into an advantage.

Acceptance. Either in resignétion or enthusiasm, the organism
adopts to the new state of affairs. :

The fire service is  very proud of its tradition.
Occasionally, we are so proud of our tradition that we do not
fully capitalize upon the potential of some opportunities.
Simply because we fear that the opportunities may cause
changes that would be contrary to our traditions.

Despite how worthwhile a change might appéar to be, there will
be some resistance. Some of the more typical reasons have

been identified as:

Externally: The source of the proposed change. Examples would
be; political, econcmic, state legislation, federal
legislation, etc.

Internally: The purpose of the change is not made clear.
The persons affected by the change are not involved in the
planning process. The communications regarding the change is
poor. Excessive work pressure is involved.

Resisting Change
Why Do Pecople Resist Change?

1. The fear that skills and knowledge will become obsolete.
For example, members of a fire department who take gypeat pride
in years of responsible service may find that new fire
technology and requirements are beyond the scope of their
experience. -



2. The fear of economic loss. If a person fears that they
.~ cannot adapt to the changes, and they will be "left behind"
for promotions, etc., they may resist change.

3. Ego protection. If fire department staff originally
criticized a suggested change, they may not want to admit that
they were wrong, and thus will continue to resist.

4. The fear of losing the '"status quo®. Change can be
disruptive, and necessitates skill, behavior, and attitude
changes. This may be "too much work".

5. Conservative and cautious attitudes.. Even a young
firefighter may want to minimize risks and move slowly.
Certain personality types have these characteristics.’

6. Peer pressure. Peer support and cooperation important,
and often even ‘“independent thinkers" <cannot withstand
concerted pressures from their work group.

7. Lack of information about the change. Firefighters (or
other personnel) may become suspicious or resistant if they do
not know the reasons for and probable benefits of the changes.

8. The fear of social -displacement. A fire department
staffing/function/assignment change may move people away from
valued friendships and associations. These friendships may

be strongly based on Maslow's need for belonging and
inclusion, and be very valuable to the individual.

9. Inability to see the "big picture". There may be a lack
of perspective about the total organization's needs. Or,
conversely, they may recognize the impact of the change and
protect their own vested interests. -

10. ©Not encugh time to adapt. If the changes are too rapid,
or too frequent, it may cause great stress. People will
resist to reduce the change-oriented stress.

1l1. Past negative experiences. They may have had a negative
experience participating in past changes and are still hurting
from the bad experience.

12. Lack of trust in the change-agent. They may not believe
that the change-agent(s) has their and the department's
interests at heart.

13. PFear of failure.

l4. Anxiety that . power, security...will be undermined.
"Information leads to power" syndrome.

15, Others?



Resistance to change is not always bad.

1. It forces change initiators to Jjustify the reasons for
needed changes. Sometimes, this prevents poorly thought out,
or unjustified change.

2. It prevents great, rapid swings in organizational
strategies or style, providing a needed balance to impulsive
action.

Ways to Approach Change.

People responsible for stimulating change have a variety of
methods available to them. The choice of method depends upon
a diagnosis of the possible sources of resistance, the
relative importance of resistant acts to successful
introduction of change and, when necessary, ways in which
resistance can be reduced. Consider the approaches a manager,
leader, or supervisor may use:

Issue instruction. This will work where the change is
relatively minor, the attitudes of individual  groups are
likely to be favorable, and the right to give such
instruction is seen as within the renewal stimulator's
legitimate domain of authority. ' :

Force Compliance (decree)--This will work if the change is a
public one, if negative attitudes are unimportant, .and if new
skills are not needed by those who must make the change.

By reorganization. Changing or replacing key people can be a
strong force for change.

Provide opportunity for others to share in the decision. This
will work if the problem is not too complicated, if those
affected believe that their own ideas are being used, and when
those affected are comfortable in the position of decision
making. : '

The above suggestions present only some of the methods
available. The change agent must determine which method, or
methods, would work best for them or their organization.
While it is difficult to determine just exactly which method
would be the most appropriate, studies on overcoming
resistance to change seem to indicate the following steps as
being helpful:

(1) Encourage participation.

{(2) Start with top officials.

{3) Show that change will reduce rather than increase burdens.

(4) Connect proposal with traditional values.

(5) Bring out novel and exciting a%pects;

(6) Give assurance that autonomy will not be threatened.

(7) Include participants in diagnostic efforts.



(8) Try for consensual decisions.
(9) empathize with resistors and reduce their apprehensions.

(10) Build in feedback mechanisms so that officials are aware
of difficulties before they become serious.

(11) Build mutual trust among participants.
(12) Keep a pathway open for reappraisal an revision.
Managing Resistance To Change

It is during the period of change from the "old state" to the
“new state" that the possibility of resistance is most likely.
This time period should be thought of as a state of affairs in
itself which might include a specific management structure and
specific work plans and controls unique to that state. Some
guidelines for managing change and for lessening: the
resistance might include: ‘

1. Involve individuals in planning for change.

2. Resistance to change will be less intense when those to
be affected, or those who believe they might be affected, know
why a change is being made and what the advantages are. This
can be done most effectively by letting them participate in
the actual planning. Besides helping them to understand the
when, what, where, and why of a change, participation eases
any fears that management is hiding something from them. In
addition, participation can -stimulate many good. .ideas .from
those who probably are best acquainted with the problem that
necessitates the change. It also alerts a leader to potential
problems that might arise when the change is implemented.
Such an approach, because people tend to better understand
what they create, alsc advantageously involves people in the
diagnostic and creative processes. Thus, if they help make
the diagnosis, they more readily accept the prognosis - which
is to say that employees can seldom be successfully treated
like a doctor treats a patient, by mysterious prescription.

3. Provide accurate and complete information. When workers
are kept in the dark or get incomplete information, alarms and
rumors start to circulate. This creates an. atmosphere of
mistrust. Even when the news is bad, employees would rather
get it straight and fast than receive no news at all. Lack of
information makes them feel helpless, whereas the whole story
- even if it's unpleasant - lets them know where they stand.

4, Give employees a chance to air their objections. Change
is more easily assimilated when a supervisor provides an
opportunity for employees to blow off steam. A gripe session
also gives leaders useful feedback which may reveal
unsuspected reasons for opposition.

5. Take group norms and habits into account. For example,
leaders should ask themselves if a contemplated change will
break up congenial work groups; disrupt commuting schedules;
unfavorably affect anticipated vacations, priorities,



performance; require temperamentally incompatible employees to
work together; violate a value norm of the group.

6. Make only essential changes. Most employees can tolerate

only so much change. When they are confronted with many
trivial or unnecessary changes, their reaction will be
irritation and resentment. Even more important, they will be

less receptive to major changes.

7. Provide adequate motivation. Motivation affects persons’
willingness as an effective human resource to give or not to
give themselves to their organization. Resistance may be
reduced if these factors are taken into account seriously--
meaningful rewards, relationships, importance to the
organization, initial success, opportunity to grow, and
appropriate involvement in key decision making.

8. Develop a trusting work climate. Mistrust arises when
people have inadequate or incomplete information, when they
are kept in the dark, when rumors disseminate false alarms.
One major reason for this is that they feel helpless - they
cannot influence the situation. To build a trusting climate,
tell the truth. Given the facts, they feel they may be able
to do something about a problem.

Once the change has begun, it will be important to review,
evaluate and get feedback on the progress of change. Be aware
of early results; which can be overly positive (Hawthorne
effects) or negative (insufficient time for skill acquisition
or attitude adaptation to new challenges). It's most
important that feedback about ALL aspect of the change be
encouraged and then woven back into the cycle to fine tune the
plan, debug errors, and incorporate insightful innovations.



DEVELOPING A LONG-RANGE PLAN
Financial Planning

. Financial planning is a method for determining long-range
future financial conditions and needs, and the development of -
coordinated short-range plans. '

A good organizational long-range plan will include the
operations of all the departments within the organization. A
good departmental long-range plan will address all of the
challenges and needs of the department. Regardless of what
level of long-range planning you may be responsible for, the
financial considerations of your operation will have to be
addressed. The following material will provide information on
how to develop a long-range financial plan for a large
organization or department. Many, i1f not most, of the
concepts presented are applicable to any size organization and
need to be modified or consolidated to fit the particular
requirements of any size operation.

- The primary intent of this course is to convey the purpose of
a long-range financial plan. Quite simply, a financial plan
should project future financial needs and outline milestones
to achieve those future needs. To realize the basic elements
of financial planning, the Jlong-range plan must include an
analysis of many economic projections and should be primarily
focused on the local economic conditions. The good financial
plan must take into account any and all external actions that
affect the local economic situation. A financial strategic
plan must take into consideration the impact of long-term
obligations -- labor relation commitments, bond retirements,
and mgndated, nonfinanced programs from superior governmental
agencies. :

A long-range plan that has been carefully and methodically
developed will be a comprehensible and useful tool for
managing and monitoring the financial future of an
organization.

The plan should also present a concise report of;
1. Where ‘the department is currently.

2. 'Whege the depaitment is going.

3. How the department will get there.

A financial plan must address the department's operational
program, maintenance, capital replacement, and capital
expansion needs (service improvement). Besides the direct
benefit of having a good plan to follow for future financial
and budgetary needs, good planning provides additional
payoffs. - some of the additional benefits are: . improved
communications, surfacing of strategic issues ~ (community
trends), better solutions (alternate services or delivery
methods), and a framework for decision making.

Length of Plan



Planning theorists claim that a strategic plan could be
projected and be effective for 20 years into the future.
Realistically, practitioners have found that most strategic
plans remain valid for approximately 5 years. Some strategic
plans have proven to be mostly accurate for up to 10 years. A
key element to any planning process is the final result; the
plan itself is viewed as a flexible document, a document that
will provide reasonable guidelines for the accomplishment of
various activities, if and when certain other elements of the
plan are achieved or realized.

Definition: Budget Administration

"The recording, controlling, and evaluation of financial
income and expenditures within an organization." '

An effective budget administrative system is based upon an
integral relationship between the mission of the organization,
the organizational goals, and the effective use of committed
resources. :

Purposes

The purposes of "budget administration" are to assure the
proper use of funds, to document their use and to facilitate
appropriate management decisions. A long list of
responsibilities and activities can be cited as necessary for
an effective budget process.

1. Develop internal budget controls.

2. Hold personnel accountable for variance within the
budget. : :

3. Provide timetables for budgetary activities and review.

4. Analyze variances between allocated funds and actual
expenditures.

5. Provide an audit trail that will allow managers to trace
financial data to enhance financial decisions.

7. Develop efficient purchasing processes to reduce cost of
operations. . :



While an efficient and effective financial management system
is time-consuming, most of the efforts are required to build
the system the first time. If properly structured,
adjustments for future years will be much easier. In fact,
crisis research and decisions during the budget period will
likely result in reduced efforts. A sound budget process
should:

1. Enhance sound financial planning for greater efficiency
of operational programs.

2. Create the valid impression for decisionmakers that
allocated funds are well managed and spent appropriately.

History

Prior to 1970, most fire department budgets were primarily
line~item or lump-sum. Resources were rather plentiful and
policy makers were inclined to be rather 1liberal in the
freedoms given to chief executive officers in the control and
use of funds. In most cases the Fire Chief, single handedly,
made all sorts of decisions as to how the money should be
spent.

Analysts now agree that a virtual rebellion occurred among the
people against the high cost of government, including fire
departments, though to a lesser  degree than other
"bureaucratic" systems. Yet, the need to be accountable in
government slammed the fire services as hard as many other
governmental subdivisions. i

Policy makers began to talk about "productivity"” and asked
questions like "What difference will it make if we cut that
service?" Administrators were asked to identify "Where they
were going" in the next 5 years and "How could they get there
for less money?"

Objective Management

It is ironic that planning processes developed by the
government during and after World War II and subsequently -
picked up by private industry were cited as "the way
government should be run -- like a business".

Though Objective Management originated in government, it 1is
safe to say that most governmental organizations, including
fire departments, had not identified "where they were going”
or "how they were going to get there". In other words,
management processes were not objective.



Master Planning

Around 1974, the United States Fire Administration began a
major effort to educate the nation's fire services in the
techniques for planning effective fire protection systems.
Unfortunately, many fire department administrators "used" the
process to build "bigger and better" fire departments without
regard for impact on life loss, property 1loss, or other
potential community consegquences. This new tool provided a
way to use a participative approach with the public to gain
what was perceived by policy makers as a disproportionate
share of available tax monies for fire protection needs.
Master Planning, while it flourished for a few years, dropped
from popular use. ~However, the issues of clearer definition
of organizational purpose and more frugal use of limited funds
remain as -central issues in administering fire protection
services.

Iniegrated Budgeting

As conservative politics becameé more prevalent, policy makers
began to require a cleoser relationship between organizational
productivity and cost of operation. In other words, the
financial document was "integrated" with the planning process
S0 easier comparisons could be made as to effectiveness and
efficiency. 1In this way, it was easier to understand and make
specific decisions -as to what programs would be dropped and
which would be maintained.

A quick review of the 1long list of responsibilities and
activities of an effective financial management system, points

out the need for precise <clarification of where the
organization is and where it wants to be. An integrated
budget control document, as a minimum, contains the following:

1. A concise Mission Statement of organizational purpose.

2. System Goal statements defining the desirable outcomes
for the organization in general and/or philosophical terms.

3. System Performance dbjectives defining the degree to
which goals will be accomplished.

4. An Organizatiohal Design defining what géneral'programs
will be delivered to accomplish system goals.

5. Ofgénizational Goal Statements for each program to be
implemented.

6. Program Performance Objectives for each Organizational
Goal defining the degree of accomplishment.

7. Process measurements and Impact measurements for each
Program Objective,

8.- Support Program Goals defining the desirable outcomes
along with measurable performance objectives.

9. Enabling Objectives that define needed changes in the
organization.



10. A Task Analysis for each Program and Enabling Objective.u

1l. Line-Item Budgets for each Program and Enabling
Objective.

12, Consolidated Summaries of all Line-Item budgets.

Plan Development Process

The experience of those government entities that have
attempted some form of long-range planning has revealed the
following trends during the plan's evolution.

With assistance from the jurisdiction's staff, the legislators
develop a long-range or strategic plan that should include a
statement about the types of services and the expected
performance levels of the services provided. More
comprehensive plans define specific goals that will be
attempted to be realized in the future. For example, the
long-range plan may include the level of employee compensation
sought during a certain period, or a statement about the type
of businesses or industries to be encouraged to locate within
the community. Essentially the long-range plan becomes the
basis for the organizations's mission statement.

Each of the departments within the organization develops long-
range plans to support the jurisdictions's long-range plan and
mission statement. BEach division within each department
" develops strategic plans to support the department's mission
statement and goals. As different variables impact each of
the various plans unilaterally (e.g., geographic variations),
or independently, the different plans/realizations/horizons
will be achieved/ adjusted in support of the jurisdiction's
mission.



‘Models
The development of a long-range plan should not be a haphazard
process. There are many long-range plan models that can be
used for guidance. The Following model is a three-phase
methodology which is used by many Fortune 500 companies.

Phase I Preparation

Phase II Development

Phase III Implementation

-Phase I: Pfeparation
The ways in which an organization begins to prepare a
strategic plan will vary from organization to organization.
Depending upon the size of the organization, the initial
preparation process might include:
1. Developing a plahning proposal
2. Working with top management to get others involved

3. Laying.out a preliminary work program

4, Presenting the planning methodology and a work program to
top management

5. Establishing work.space for the planning team
6. Acquiring clerical support
7. Holding.a team meeting’

8. Reviewing the jurisdiction's and the departmenﬁ's
respective missions, goals and objectives

9. Identifying critical people to be interviewed
10. Conducting interviews

Once the planning team has been organized work should begin on
two the  basic tasks of the planning team, which are--promoting
the plan and designing the needs assessment methcdology.

Promoting The Plan

"It seems logical to assume that, if permission were granted to
formulate a financial long range plan, .then the plan would ke
readily accepted by the department. Unfortunately, that has
not been found to be true. The financial long range plan must
be promoted within the department for a multitude of reasons.
The reasons are determined by many factors, such as the
department's mission, goals, objectives, current financial
situation, projected  financial situation, management
philosophies, etc. Perhaps most important, the financial long
range plan must be promoted as a tool to enhance the
department's mission. Personnel must be assured that the
financial plan is not the desired end product, but that the



successful implementation of the plan will serve to reinforce
the department's mission. The promoters of the plan should
admit that a good financial long range plan may have some
impact on modifying the mission, but the financial will not
dictate the mission of the department. The plan must be
promoted with both the decision-makers and the planners
appreciating there may be some initial department-level
avoidance of the plan due to the potential strategic and
operational impacts of the plan.

Designing The Planning Methodology

Many of the events required to formulate a long range
financial plan will have to be performed throughout the
duration of the planning process . Designing the planning
methodology is one of those tasks that must be carried out
simultaneously with the promotion of the plan and the
activities associated with receiving permission to plan. The
ultimate planning methodology will determine the direction
that all future planning must take. After receiving approval
to proceed with a financial long range plan, designing the
planning methodology is the first step to becoming organized.

To proceed with designing the planning methodology, several
questions must be addressed.

l. Who is the plan prepared for?
2. What needs to be accomplished?

3. How is the planning procesé going to be organized and
monitored? '

4. Who is going to perform the identified tasks?

To be sure that the plan provides the best answers to these
gquestions, it is important for the planners to recognize
organizational aspects that will be varied and unique in each
department, such as the level of awareness the organization
has regarding financial planning. As critical as it is for
the planners to know as much as they can about the department,
it is also important that the department recognize the
significance of financial planning.

Society, in general, is becoming more aware and concerned with
government programs and spending at all levels. The primary-
ramifications are that not only that society is demanding that
governments become more fiscally aware, but that they also
become more fiscally responsible. For the fire service, one
thing this means is that it must begin to develop methods of .
measuring productivity to demonstrate its value and worth, and
eventually realize financial independence and stability.

Potential Benefits

A useful methodology can be designed only if the planners
understand the benefits of a financial long range plan. Such
benefits include providing methods for:

1. More efficient allocation of department resources.



2. Performance measurement and evaluation.

3. Direct and indirect contributions to achieving the
organization's mission.

4. A framework within which financial activities can be
coordinated. '

5. Encouraging management to think abstractly -- Dbeyond

routine activities.

A manager who can refer to a financial long range plan to
monitor program goals and accomplishments will be able to
focus upon current trends and determine future possibilities.
This allows the manager to research various options and
exercise the executive creativity they are charged with -- but
seldom given the time or tools to do.

Potential Pitfalls

Despite the  potential benefits of financial long range
planning, the maximum potential can only be realized if the
planners are aware of potential pitfalls. The following are

only a partial representation of ways to avoid problems. :

1. Avoid ad hoc planning. The planning group must be aware
of the entire organization and the effect that all of the
divisions and people may have upon the financial plan. In
addition, the planning group must keep in mind that the
purpose of a financial long range plan is not the acguisition
of the materials necessary to execute programs. The financial
plan should result in a systematic method for considering the
mission and goals of the department and coordinating the
process of applying the available resources to the
department's programs.

2, Ensure recognition of the need for planning. This is

directly related to the promotion of the plan covered earlier

in this unit. Planners often assume that top management

personnel have recognized the need for planning by the act of

granting permission to develop a plan, only to discover later

in the planning process that there is no legitimate support

for the planning functions and that the act of granting

permission to plan was more of a ceremonial gesture than a

serious initiation. of the 1long range planning process.

Remember that the need to plan for your financial needs is not

something to be "sold" and then performed. The process is

time consuming and often too complicated to Dbe -~easily
understood with just a quick review. It must be "sold™ and’
then the enthusiasm for the planning process must be
maintained or promoted.

3. Recognize the 80/20 rules.

Interpretation 1: 80% of the benefits will be accomplished
in the first 20% of the work.

Interpretation 2: 80% of the work will be done by
20% of the people.



Interpretation 3: 80% of the problems are caused
by 20% of the people.

4. Involvingthose affected by the plan. As soon as

practical, in some aspect of the planning process is
important. This too is related to the promotion of the
planning process. There will be persons who will want very

little to do with the planning process, 1f anything at all.
However, be forewarned, if there is no attempt to get the
participation of all affected persons, they will want even
less to do with the plan after it becomes operational.

5. Do not be overly ambitious. Planners must not try to
solve the problems of the world with the financial long range
plan. The Crime Commission of 1967 committed a classical
error in this respect; it oversold the potential impact of
computers and recommended so many possible experiments and
applications that focusing on priorities was nearly
impossible. The plan must always focus on the organization's
and the department's respective missions' and goals.

6. Make management responsible for the plan. Like ad hoc
planning-~if everyone is responsible, no one is accountable.

7. Planning is, or should be, a daily activity. While it
seems logical to assume that those <charged with the
responsibility of formulating the financial long range plan
would always be planning, that simply is not the case. What
frequently occurs is that the planners become so inveolved in
the actual drafting and formulations of the plan that many of
the tasks required to maintain the applicability of the plan
to the various influences are relegated as lower priorities or
totally forgotten.

8. Service and results are essential, The financial 1long
range plan 1is not the end product. The successful
implementation and use of the plan as an evaluation tool are
the desired results.

9. The .resultant plan should be easily understocod. Again,
it is the responsibility of the planners to know their
audience's level of knowledge and awareness regarding
financial planning, and develop a plan that can be easily
disseminated by that target group. In addition to designing
an easily understood format and presenting it at an
understandable level, brevity is also a major consideration.
The message of the report is more important than its weight.

10. Use the plan for performance evaluation. This is one of
the most ignored aspects of "a long range plan. A properly
designed plan provides the basic components of the Management
by Objectives {(MBO) process -- the objectives. All someone
must do is occasionally refer to the objectives to determine
if the plan is following the direction that the long range
plan itself established. That is rarely done.

11. Recognize the political realities. This issue must be
considered from several perspectives. First, what are the
motives and ambitions of the personnel responsible for the
financial 1long range plan? What are the motives and real



agenda for the organization's decisionmakers as they relate to
the implementation of the plan? When formulating a financial
long range plan for a fire department, competition with other
agencies for resources is likely.

What are the political realities of that situation? In other
words, which department is more apt to receive funds in head-
to-head competition? Finally, what 4is the knowledge and
awareness about financial planning of the legislative body who
must appropriate the funds?

12. Finally, once again, remember to sell the planning
concept. : ’

Phase II: Development

Some. of the most difficult work of assembling a financial
long-range plan was performed in Phase I. That is not to say
that there is not a lot of work left to do, but at least the
remaining tasks are easily identified and more easily
monitored than many of ambiguous tasks performed in the
preparation phase, During the preparation phase, the
department's mission and goals were, or should have been
identified, as well as the expectations of the plan, by top
management. '

Resolving Critical Issues
~In the development process, it is the responsibility of the
financial long range planners to more accurately identify and
resolve the critical issues unique to the department. Some
examples of critical issues are:

1. Economic

2. Social

3. Political

4. Legislative

5. Operational

6. VTechnological
Whether or not the plan should specifically address these
‘issues in the body of the report is a parochial decision. 1In
the majority of fire department long range plans, many of the
issues {such as the political, economic, and social

considerations) will be resolved before the planning 1is
initiated.



Gathering Information
The development process is the point where the planners must
gather the information that will be used in the final plan.

First, information sources must be identified. Some possible
sources are:

1. Individuals

2. Documents

3. Special interest groups

4, Literature

5. Other departments
The planners must be flexible enough to extract useful
information from sources that may not be public service or
emergency services oriented. Once the process of identifying
resources has been determined, the best approaches to acquire
the desired information must be determined. Some possibilities
would be:

1. Personal interviews -

2. Telephone interviews

3. Questionnaires

4. Blind solicitation of comments
Identifying Planning Constraints
Considerations in this area would include, the availability of
human and material resources and the planning expertise that
is available in the organization or department.
Identifying Long Range Planning Areas
This heading represents the most significant purpose of the
financial 1long range plan. In fact, for most fire
departments, the identification of planning areas and a brief
discussion of the strategies to achieve specific objectives
for each. identified area, will BE the long range plan. Some
possible areas that will require strategic planning are:

1. Policy

2. Personnél

3. Apparatus/capital replacement.

4. Management

5. Operations

6. Productivity

7. Social implications



8. Contingency planning
9. .Automation (computerization)

10. Service  expansion and community growth.

11. Others

Remember, these are simply examples of possible planning
areas. The list does not represent all of the possibilities,
nor is it intended to imply that all of the considerations
must receive attention in all financial long range plans.
Once the information is gathered the long range plan must be
compiled into a logical and concise document.

Finally, and usually very anti-climatically, the financial
long range plan must be approved by the " person({s) who
initially granted approval to carry out the planning process.
The planners should be prepared for criticisms of - the
submitted draft, and be flexible and "willing to make the
necessary alterations to the plan that will satisfy the
approving authority. '

Phase III: Implementation

It is in this final phase of the planning methodology where
the test of the financial 1long range plan will occur.
Although this is in fact the final phase, that does not mean
that planning is finalized.- As the title of this phase
indicates, it is at this point that the maintenance of the
plan becomes more dominant than the actual task of developing
the plan. It also means that the planning group will probably
be reduced and specific planning tasks eliminated.

Who should get the plan? Pirst, those who have a need to
know, organizationally. Second, obviously, plans must be
distributed to those who are expected to use the plan.

Remember, as has been stated several times throughout this
unit, the above distribution plan would be applicable to very
large departments. As the size of respective agencies
diminish, many of the distribution requirements would be
consolidated or eliminated. It may be so simple that only one
additional copy .of the original plan may have to be produced,
and that copy would be for the files.

The implementation process will vary among departments.
Essentially, the implementation of the financial long range
plan will be the responsibility of management. Depending upon
the goals of the plan and the objectives of each of the
planning areas, the tasks for implementation are infinite.
What is important is that the long range plan be fully
understood by all of the parties attempting to implement it.
Ad hoc groups may develop, which will pursue an implementation
strategy that is counter productive to the overall plan and

department.
-
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Update And Review

The closing comments of the above topic would represent an
episodic reason for reviewing the financial long range plan.
Also, as was discussed in the section about the potential
pitfalls of long-range planning, political developments
(elections) might create reasons for reviewing the plan.
While control of events that would necessitate reviews is
limited, periodic reviews are within the department's control.

One of the advantages of periodically scheduled reviews is
that they provide a specific point in time when several
influences upon the plan may be reviewed at one time. This
would minimize the tendency to adjust the plan every time a
significant event, relative to the plan, occurred.. In turn,
the possibility that the plan would begin to stray from its
original goals and objectives would be minimized.

Managing And Controlling

Managing and controlling the plan differs from reviewing and
updating the plan in the sense that managing and controlling
are daily activities, while reviewing and updating are
periodic activities. However, the daily activities should
identify when a review or update is necessary. To identify
how the financial 1long range plan is progressing after
implementation, the following parameters are useful:

1. What is the actual performance of the plan versus
the anticipated performance?

2. Extent to which the plan is realizing the various
planning objectives and goals.

3. What are the unexpected benefits or burdens the plan
is responsible for.

4. Involve those affected by the plan in a candid
discussion of the mistakes.

Summary

The preceding information details a very comprehensive design
methodology for developing a financial long range plan. While
the information is voluminous and very detailed, rarely will
all of the aspects reviewed be required. It will be up to the
planning coordinator to determine the facets that are
applicable to his or her respective agency. Furthermore, that
person will have to identify the specific considerations that
should receive attention under each subheading {(Identifying
Planning Areas}.



UNIT IV: BUDGET PREPARATION
OBJECTIVES

The participants will:

1. Prepare a budget based on established priorities and
using interdepartmental negotiations.

2. Identify their own department's strengths and weaknesses
with regard to budget preparation. :




OVERVIEW

What are the rules of the game and who are the players? This
unit begins by emphasizing the importance of knowing the local
setting as it pertains to budget development. What is the
‘budget management philosophy and the political subdivision
‘within the department? What are the politics? Which type of
budgeting system is used, and which internal process i1s used?

Should the fire department be interested 1in other city
departments getting adequate funding? The need for
participation, communication, and a pragmatic approach in
priority-setting is emphasized.

Cost allocation models are presented which may help in setting
priorities and fees for programs; allocate c¢osts to various
programs; and to analyze, and defend against takeover bids.

EVALUATE LOCAL SETTING FOR BUDGET PREPARATION .
Operating Budget

The relationship of the operating budget to the Strategic
Financial Plan (SFP) must be recognized. Unit II introduced
the concept of developing a SFP. The SFP links the operating
budgets year by year to the long-range plans of the
organization's and jurisdiction. Depending on the budget
philosophy used by the Jjurisdiction the .SFP may range from
nonexistent on paper to a formal document spelling out fiscal
position up to 15-20 years in the future. Even when nc paper
SFP exists, most jurisdictions have long-term debts or assumed
service and facility obligations whlch impact on the yearly
operating budgets.

The operating budget documents the currently available
resources (often on a monthly basis) and approved (usually on
a yearly basis) to support the implementation and maintenance
of programs consistent with the mission, goals, and objectives
of the organization.

Budget

A budget is a comprehensive plan, expressed in financial
terms, by which an operating program is effective for a period
of time. It includes estimates of the services, activities,
and . projects comprising the program; the resultant expenditure
requirements; and the resources available for their support.

Local Setting

It is important. to understand and be able to evaluate the
"local setting" for budget development. At this point it may
be worthwhile to distinguish between the meaning of local
setting and community trends and patterns.

Community trends and patterns are more programmatlc, referring
to the current planning information used for determining
future service and program needs or changes. This information
is used in the budget period and for long-range planning.
This information may be developed formally through data



processing and through contact in the community with groups
and allied agencies.

The local setting is literally the envirdnment in which the
new budget must evolve and other current conditions that may
affect the budget under development. The next two sections of
this unit will examine the types of budgets and the formal
rules of development that may be applied. Regardless of the
budget type or formal rules, it is a good idea to first
identify the players and the informal rules and communication
channels. One could easily refer to this as politics; to try
to think of budget development as nonpolitical is wishful
thinking. '

So, one of the elements of the local setting is the political
condition of the moment. This political environment functions
on three levels: within the governing body, between the
various city departments, and within the fire department
itself.

Political Considerations

Within the governing body one can usually find personal or
factional agendas, both overt and hidden, that may affect the
budget development process. Just being aware of these can
help you either take advantage or avoid "kicking the hornet's
nest"” with wording in your budget document.

Communications Channels

Ancther aspect of this examination should be the

identification of c¢ommunication channels to and from the
governing board, both formal and informal. - What are the rules
" regarding the use of these channels? In some jurisdictions,
severe sanctions are imposed for department-initiated direct
communiques to the governing body regarding the budget. Often
these same Jjurisdictions give free range for responses to
inquiries from the governing body or any of its members. So,
be ready! '

Politics

The politics between departments can be gruesome. Two things
to determine are the degree of competitiveness in the budget
process and the level of understanding of interdependence
between departments. In an atmosphere of competitiveness it
may be a good counter tactic to be nondefensive and supportive
of reasonable requests from other departments. There is,
after all, a certain degree of interdependence bhetween
departments. Good streets, police services, water systems,
etc., do contribute to the fire department's success in
meeting its mission. Being supportive also provides
opportunity to call in favors later.

Are there any on-going grudges or paybacks due? One
department found that the real reason for most budget
difficulties ®and opposition from the city hall departments
stemmed from the fact that the public passed a fire department
bond issue for a new headquarters and equipment in the same
election that they turned down a new city hall bond. Two

a -



years later the fire department produced a slide program and
worked very hard before the election promoting a new city
hall. It still failed, but the grudge was no longer there.

Budget Tradition

The budgeting environment within the department is very
important. The next section of this unit will examine the
various types of  budgets. The management philosophy and
budget tradition of the organization are of prime
consideration when contemplating a new budgeting system.
Implementing a more participatory budgeting system may be an
insurmountable challenge in an organization which functions
under an authoritarian rule without a true commitment from top
management to release some control permanently.

Training in budgeting skills also needs to be inventoried and
provided as needed before changes in the system can - be
affected. Division managers who feel handicapped in: the
process can become disillusioned and adversely affect many’
parts of the organization. Training should also be provided
for newly promoted officers and candidates on an on-going
- basis. ; : '

At all three levels mentioned above, we need to identify the
‘movers and shakers in the process. Who _and where are the
power centers? What are the appropriate communication
channels to use with them? What is on their minds this year?

What is the department/jurisdiction's budgeting cycle? As
was mentioned in the course introduction, financial management
is a dynamic process. It never ends, as one budget 1is

" adopted, another is being closed out, and we must begin
working on next year's, while tracking progress on the one
just adopted.

A typical budget cycle is illustrated later in this unit.
Notice that there is budget-oriented activity throughout the
year.

Pending Legislation

Pending legislation is another area that must be assessed
before budget development. Local, state, and federal
legislative action can impact on revenues expenses.

Some legislative activity can have far-reaching impact on
revenues. Some legislation may mandate additional programs or
workload. Some state mandate certain training levels without
funds or programs to provide thé training. In a
political/cost cutting move, one municipality, City of Miami,
FL, abolished the building code enforcement department and
placed the responsibility on the fire department.

Current Events

- - ]
Current local events that may affect budgetary decision-making
must be examined. These may range from major events such as
the Olympics to local bike-a-thons. |



Community Standing

The department's standing in the community is also of concern
for budget developers. The fire service usually enjoys a
positive image in the community. However, it is dangerous to
count on this image without question. Some departments have
experienced negative impact on their budget because of bad
press, Others have had budget backlash because of previous
apparent extravagant spending. The latter case is usually due
to a lack of planning and/or indiscriminate spending by a
manager.

Interjurisdictional Agreements

The current status of any interjurisdictional agreements or
contracts must be evaluated for any budget impact. Many
departments have entered contracts to provide service to
neighboring communities. Are there any changes in conditions
that would increase expenditures?

There may also be opportunities for budget-stretching savings
through pursuing agreements with other agencies. Some of
these were mentioned in the planning session and indeed would
require some degree of long-range planning.

Once the local budgeting environment has been evaluated, it's
time to examine the type of budget used.

. TYPES OF BUDGETS
Purpose

The challenge +to any budgeting system, and usually its
downfall, is +the conflicting purposes that exist for the
. system. On one hand, policy making, decision process is the
system objective.. How much and of what type resources do we
want to expend on the programs and services that address the
mission of the organization? On the other hand, the objective
is that of a management control system. Are monies spent for
purposes’ other than those intended? Are there any over-
expenditures?

Most budgeting systems are weak in one or both roles in the
effort to compromise between the conflicting needs. A system
weighted heavily with management control is usually so very
loaded with detail that vision of the department's mission is
easily lost. Conversely a system that concentrates on
programs usually lacks the detail to be a good control tool.
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Lump Sum Budget

Definition: All or most of available funds are discretionary.

Advantages:

Disadvantages:

Line~Item Budget

Definition: In the pure form, the Line-Item Budget groups
expense items by type, without regard to program allocation.

The line-~item budget is the most commonlj used budget type,
for it satisfies most of the needs of control-oriented
managers inside and outside of the department.

Advantages:

Disadvantages:

'Performance Budget

Definition: The Performance Budget is an output-oriented
system whose goal it . is to lower or keep unit cost steady.
The PB general features are:

1. Standards of performance are set for each organizational,
unit. ,

2, Compliance is measured against those standards.

3. Units of work are divided by the dollars allocated and a
unit cost is derived.



Advantages:

Disadvantages:

Classical Budget

Definition: In this budget type the appropriations are by
organizational unit. Within each program appropriations are
made by lump sums to major objects.

Advantages:

Disadvantages:

Zero Based Budget

Definition: Within the Zero Based Budget programs are
identified as decision units; analyzed within a decision
package; evaluated and ranked with all decision packages; and
included in the budget on the basis of approved decision
_packages.

The decision package includes a statement of purpose; a
description of action proposed; an analysis of the
costs/benefits of the package; workload and performance
measures; an analysis of alternative means to the objective;
and costing at various levels of effort.

Advantages:

Disadvantages:

20



Planning Program Budget

Definition: With the Planned Program Budget programs are
identified and objectives set. Numerous alternative routes
and methods of reaching the objectives are 1listed and a
centralized staff of independent analysts do cost-benefit
studies on each alternative. Ideally, the most cost
beneficial plan is adopted and a multiyear plan is developed.
Each year the plan is programmed into the current budget

ensuring continuity.

Advantages:

Disadvantages:

Integrative Budget System

Definition: The Integrative Budget System attempts to bring
the best of the other budgeting systems into one package.

At its heart it is line-item based, but computer driven. The
line~item detalls are for operational use only.

The cost-benefit of PPB is used, but only to the degree that
initial analysis indicates it may be worth the effort. The
approved totals are appropriated without detailed control and
are subject to post-audit and critique.

Programs are defined at the lowest possible supervisory level
and are aggregated upward with all overhead and support costs
distributed across all programs.

Performance indicators are arrived at for use by program
managers and are not hard-and-fast measures.

Advantages:

Disadvantages:

TN



Conclusion

The budget type adopted must be consistent with the local
management philosophy and political climate. Adopting a
budget type that is contradictory to management style in order
to appear progressive may hurt the manager in the long run.

ESTABLISH INTERNAL BUDGET PROCESS
Need For A Process

The development of a budget is an ongoing, dynamic process.
It would seem totally unreasonable to maintain a free-for-all
budget process year after year. In a department with weak
leadership and no established process, the process will
acquiesce to the informal power centers of the organization.
An authoritarian leader without a process will create the
development of what will look like Christmas wish lists. This
- promotes the "dictator Santa Claus" syndrome. Some chiefs

like this. ' ' '

Setting ground rules establishes standards for uniform
presentation and development of resource needs. All program
managers need to know how their proposals will be evaluated
and that all proposals will be treated the same in the
evaluation process. to maintain a state of uncertainty in
such an ongoing and important activity is asking for uncalled
for stress, low morale, high sick leave, and ineffective us of
public resources.

Internal Ground Rules

Internal ground rulés should be established relevant to the
following: : . .

1. Service level/resource needs evaluation of base
requirements {current level of service). Are current levels
assumed legitimate or are they evaluated annually? What data
standards are required to support trend change needs?

Are new. program proposals required to include a statement of
performance measure criteria? They probably should be. Such
requirements will tend to separate the "I think' they
should..." proposals from the "If we did this..." proposals.

2. Deadlines for timely completion milestones. In an
organization pursuing participatory budget development, it can
be a challenge to get all of the pieces completed in a timely
manner. One way to encourage completion is to exclude any
proposals submitted past deadline. This is a drastic measure
that may not be possible for many programs.. That places top
management in a disciplinarian role.

Another approach is to establish ACTion PACTS with the
development group. an ACTion PACT is a contract on paper that
establishes: ;

what is to be accomplished?

Who is primarily responsible?



With whom are they to interact?
When is it to be done?
How will we know it has been completed?

The plece of paper is not worth much unless it is in constant
view., One department includes the current ACT PACTSs in the
daily pass—-on book. The ACT PACT is then reviewed during the
division chief meeting at 8 a.m, every day.

Proposed Format

It is desirable that all proposals should be in the same
format once ground rules are established. To facilitate this,
most departments provide forms for the presentation of
programs proposals. Charts and historical data needed to
formulate proposals should be made available to all those who
are working on the budget. With proper training, managers
will feel comfortable using a standard vehicle for
communication internal budget needs.

-Who.Is. Responsible

Who should be responsible for budget preparation? One of the
downfalls of many budgeting systems is the notion that a small
group of elite people can control the expenditures of vast
sums of resources by many people over a broad organization.

- The progressive view is to delegate budget preparation, and a
measure of control, to a level responsible for expenditure.
Providing sound ground rules have been established and are
met, this level is most aware of base needs an will do a
better job of resource determination an justification.

Using the program/line manager level for budget preparation
has training value in th appreciation of the wvalue of
resources. After interacting with othér program managers, it
is much to understand limitations placed on scarce resources.

After implementation, this level will generally do a better
job of administering an expenditure plan they helped
establish. Also, after having been involved they will be
better able to explain expenditures by other programs or
divisions to their personnel.

It is usually a good idea to encourage all employees to
contribute to the process with some restrictions. Employees
must be aware of time and scheduling constraints. In larger
organizations it may be necessary to design a mechanism for

representation.

Administration should assume the supportive role of
coordination and preparation of the final budget proposal.
The administrative secretary should be able to assist program
managers and line officers with form and content layout.



The careful use of frequent work sessions and meeting can be’
helpful in answering developer's gquestions and providing a
forum for the exchange of ideas on progress reports. If the
ACT PACT system is adopted, a few moments should be given to
their review and modification as needed.

Cost Of Services

The purpose of costing services is to estimate the cost worth
of services and programs within the total budget. May be used
to aid in distribution of overhead and support functions to
programs in some types of budgets mentioned earlier in this
unit.

Establishing the cost of services can aid in. setting
priorities and be used as the basis for setting service fees.
Costing of services can also help with the fire service
dilemma of the value of stand-by time.

The cost of services can be established through the use of
cost allocation models. Like any model, the purpose of a cost
allocation model is to help the manager make a simplified
abstraction of the real situation as appropriate to the
question. The question to which we speak is the answer to
another guestion, "Why should we do cost allocations?”

"We exist! We put out fires! We consume resources! Somecne
‘has to do it! What's the big deal?"

Yes, someone has to put out fires, but should it Dbe
you?...with your budget? What does it cost us to put out
fires? What will it cost us to implement the new inspection
program? Or not to implement the program? If the governing
body wants toc charge for services, -what would be appropriate?
What does the community pay to have the services available,
even if never used?

‘These questions are some of the reasons for doing cost
allocation modeling--these questions are also being asked of
the fire service more and more often. _

Five cost allocation models have been identified for
discussion in this text. Each may be appropriate for some

questions of cost allocation. There may be others just as
valid.

1. Timé is money.

2. Fire protection budget/numbefs of runs.

3. Budget/number emergency resource units required.
4. Emergency staffing by OT. |

5. zZero incident staffing level.



As we take a close look at each model, an overview will review
the situation {question) for which the model may be useful,
any assumptions made in the methodology, and any obvious
short-comings of the model. In each case, we will use the
same example. '

Total Budget ' $7,037,718
Debt retirement and capltal ltems 550,000
Personnel cost 6,063,074
Overtime ' o 350,000
Fire prevention 123,000
Number of responses 5,414

Time Is Money

All activities are on equal footing. The present model from a
mathematical standpoint, will show exactly how expensive
stand-by time is. Personnel costs just as much watching TV as
fighting a fire, apparatus costs just as much sitting on the
apparatus floor as it does at a three-alarm fire (minus damage
and fuel). This model may be very ‘useful in countering low
ball private sector takeover bids in a productive department.
The fire chief can say, "Oh, they'll provide fire suppression
for §800,000. ‘Well, our fire suppression cost .si only
$680,000, $80,000 is public education, $160,000 is occupancy
inspections, hydrant inspection is $15,000..."

This model may also be useful in selling new programs, in
which on-duty personnel will take part, for the cost of the
new program will simply be its overhead and re-allocating
personnel expense from nonproductive stand-by to  the
productive program.. Under this model there may be a
temptation to try to eliminate stand-by costs as totally
undesirable, hold on to "productive" programs which are no
longer productive and make busy work. The model will show the
lowest possible cost of actual fire scene activity.

Methodology: An inventory or accurate estimate of time spent
in all activities by pay grade is needed. This must include
an accounting of overtime and clerical support by activity.
From this the personnel .costs of each activity can be
calculated. Adding the costs of consumable supplies and
depreciation of equipment acquired specifically £for the
activity gives the base costs. ' ‘

If the purpose of this costing was to protect against
takeover, do- not include an appropriation for «capital
equipment and facilities as these usually are still acquired
by the governing body in contract situations.

If a total bottom line is desired for each activity, the
capital expenses (including debt retirement) can be
proportioned according to the percentage of time spent in the
activity.

Protectlon/Number of Runs: The next two models are useful
to determine the highest possible cost of emergency activity.
This may be desirable when a political decision has been made
to place the entire (highest) cost burden on nontaxpayer users
of the department's emergency services. These two models



assume that "we exist to answer emergency calls" and that all
costs should be attributed to those activities. The use of
these models in budgeting is ill-advised because if the number
of runs drops, it is too easy to reason that the budget must
also drop. This model yields the same cost for a trash barrel
fire as it should a three-alarm commercial fire.

Methodolegy: The easiest of all models; simply take the
department budget and divide by the number of runs. Actually,
any facets you did not want to include could be subtracted
first: Example:

" Budget/number of runs
$7.,037,718

cost per run
$1,299.91

or
Minus fire prevention
$7,037,718 - 123,301 = §1,277.14

Cheap for a structure fire; perhaps a bit high for a trash
fire. :

Budget/Number Emergency Units Required

This is an emergency response pricing tool which will yield
the highest possible rate, but not he same for each type of
response. It is very involved as major budget categories are
considered separately, and base and hourly ' rates are
established for each apparatus or service center involved in
the delivery. This model comes closest to the type used for
profit businesses but it still considers only emergency
activities as chargeable to the entire budget (unless you
exclude something).

Methodology: Determine total cost per year of each category
listed in the spreadsheet. Decide the percentage of each
category to charge each incident as base rate (judgment call);
the remaining percentage will be divided among resource units
per hour charges.

Set standard manning levels for each unit and determine
personnel resource units (PRU) used per hour. PRU = cost
expressed as a number with firefighter average age as "1."
Take PRU for each type of unit times the number of hours that
type was on-scene for a Yyear. Divide the result into
personnel budget not charged in base rate. ‘

Set apparatus replacement costs and determine depreciable
life. From that, calculate the yearly cost of apparatus, the
base charge per run, and hourly rate for on-scene.

A domputer spreadsheet was used to produce the model and thus
calculate the example. Each year, new rates can be set by
adjusting the several variables as appropriate.



Staffing Via Overtime

Modification of the above is used to yield lower emergency
activity cost which still recognizes hazard exposure. It may
be useful when costing of services for charging users 1is

~desired. The emergency activity costs are computed by
assigning the OT rate to the personnel resource units used for
alarm activity and support. Their service charges can be

computed in a similar manner.,
Zero Incident Staffing Level

This model establishes the cost of stand-by (having emergency
services available) by assuming that if there were no alarms,
staffing could be one driver per apparatus. It assumes
further that the alarms .and other activities are the reason
for more staffing and expenses. Therefore, all costs above
established stand-by costs are allocated to activities
according to the ratio of time and resources spent on that

activity.

This model may be useful to help establish charges to user
taxpayers whose basic taxes are thought of as paying for the
availability of services never used. The charges for
nontaxpayer users can be set by injecting the complete budget
into the activities ratio where +the reduced amount had
previously been injected. A previous example calculates the
taxpayer and nontaxpayer rates for emergency activity. This
model may also be appropriate to assist in cost allocation to
budget programs when it is recognized that some of the
department budget is for the sole purpose of having services
available on a stand-by basis.



DEVELOP A TASRK ANALYSIS AND PROGRAM BUDGET
Measurement Detail

Once all the objectives are clearly sated and set in order of
rank, more specific work and impact measurements are
identified. These are generally numerical quantifications of
what will be done and what will result in terms of the program
objectives. Each objective for each program goal is reviewed
to determine the specific dimension that is to be quantified.

Past experience can provide historical knowledge so that
reasonable and prudent importance of relevant data to make
these decisions cannot be over-emphasized. However, once the
performance criteria are clearly stated, then the needed data
are easily identified., A form is provided for recording work
and impact measurements.

Incidentally, if measurable impact results cannot be
identified, it is questionable if the program is worthwhile.
If their is not an identifiable advantage in continuing the
program, why invest money in it?

Task Analysis

Before the actual cost can be calculated for a program or
enabling objective, it needs to be specifically determined
what activities will be carried out and what resources will be
needed. This is usually accomplished by carefully analyzing
each objective often referred to as task analysis, an includes
the following steps: '

" 1. Task Identification:

Usually through a brainstorming process, all tasks
necessary to accomplish the objective are listed and
eventually organized in chronological order of
completion. :

2. Establish Responsibility:

A specific individual is identified to be responsible for
being sure. that each individual task will be completed--
someone who can be held accountable for its completion.

3. Estimate Costs:

The specific cost for completing each task is identified
and recorded on the form. If the objective is complex, a
more detailed cost analysis may be required.

4, Schedule Tasks:

A time frame for completion of each task is identified
with a start date and a completion date. The specific
time frame for the objective will depend upon when it is
to start and when it is to be completed. The example
sets for the time frame in a format are generally
referred to as a Gantt Chart.



5. Establish Milestones:

Once the time frame has been completed, it is easier to
analyze requirements for other issues such as committee
meeting dates, reports required or evaluation dates.
These too can be entered on the chart.

6. Gain Approval:

In terms of an agency budget, it may not be necessary to
include the task analysis in the budget document.
However, within the organlzatlon, gaining approval of the
implementation strategy for a given objective is a good
practice.

The timeframe chart should not be etched in stone. It should
serve as a guide for completing the objective. 1If adjustments
are necessary, they should be completed as early as poss;ble
and necessary approvals obtained.

Line-Item Budgets

Once the detail work is completed, then a line-item budget can
be developed for each program and for each enabling objective.
In some cases it may be desirable to develop a line-item for
each program objective. This will depend on the nature of the
objective. A form is provided in the guide for this purpose.

At first, it is often difficult to do task analysis and
detailed line-item budgeting because we traditionally have not
addressed these items. As an example, we may have maintained
three-member engine companies for many years to pointing out
that the activities involved are taken for granted. However,
in reality their is a continuing process of selection,
training, scheduling, and promoting fire personnel to meet
this objective. Once the tasks are identified, it is easy to
calculate how much the process costs in resources.

Built-In Paperwork

Often there is considerable resistance to the planning process
just outlined in this unit. Surely it takes a great deal of
time and frustration to put the house in order. Managers who
have effectively put the organizational plan together, both in
and out of the public sector, will agree that once in place,
it became a . very effective management tool reducing
administrative and operational resources. It is a lot like
building a house. The initial construction takes a 1lot of
time and resources, but after it is built, it is easy to live
with.

ESTABLISH BUDGET PRIORITIES

Introduction

Regardless of how much participation and who participates in
the budgeting process, priorities must be set. Whether the
priorities are recommendations from a committee to the chief
or the chief's specific decisions, it will be worthwhile to
refer back to the organization's mission, goals, objectives,



and the SFP. What is the impact of the program toward the
department's mission or major goals? Is that impact worth the
cost of the resources involved? :

Ranking

Ranking of budget priorities typically will be based on the
following order:

1. Mandated programs: Those programs that have been
legislatively directed by state, local, or federal action.
Training certification is one such example in some states; the
city charter or an ordinance may require the fire department
to handle building code enforcement.

2. Current level programs, if otherwise justifiable, usually
enjoy a high order of priority. Maintaining stable, viable
programs has value for morale, as well as the value of the
_program itself. :

3. Replacement and maintenance needs which support level
programs: Failure to maintain equipment used in a viable
program can be dangerous and cause the loss of advances to
this point.

4, Expansion programs which do not require a high outlay of
one-time expenses and low recurrlng expenses generally come
next.

5. Expansion programs which require high outlays of capital
and, 1lastly, high recurring costs are generally of lower
priority in budgets during austere times.

6. Discretionary money is generally the lowest priority in
most budgets, although not including any can cause missed
opportunities.

Manipulating The Budget

There will, of course, be situations where the manipulations
of the budget priorities will be necessary. Considerations in
the manipulation of the above priorities will vary.

1. Legal authority/requirements will be of primary concern.
There is a very real need to keep officials an top management
out of jail; it is not good press! The fire budget manager
needs to be diligent in seeing that top officials do not make
approprlatlons in an illegal way. This is a rare problem, but
one which is sometimes seen with elected fire boards who may
feel that they can spend what they want with whom they want.
There is also the need to protect against exposure to
unreasonable liability. Ignoring state laws and regulations
is not a good idea.

2. Effective program levels need to be maintained. If
programs become ineffective, they also become a financial
liability. There may be a change in the acceptable level of
risk that may require budget adjustment.



A determination of the programs that will better serve the
community's needs should be made. The department's mission,
goals, and objectives can give guidance.

The effect of inflation must be assessed. At times it may be
so low as to require no adjustments. High inflation will most
likely require a service level change, workload transfer, or
additional resources to maintain the same level.

Political Considerations

These must be considered at this point to avoid political

wheel-spinning at a later date. As nmentioned earlier,
budgeting is a political process; the sooner political
considerations are taken into account the -better. Do not

place politicians in a position where they must make a stand
in public. Remember that their primary interest is how they
will look to their constituents.

What are the politician's pet peeves? Can these pet peeves be
used to develop programs? Selecting the proper wording at
budget development time may just tickle the fancy of a
politician.

Be aware of political relations between jurisdictions. At
times it may be necessary to make comparisons. When doing so
in the political arena, make sure the comparisons are made
with credible jurisdictions. Do not be afraid to set your own
precedent, if the c¢limate is right. If the peolitical
environment promotes innovative approaches, take advantage as
appropriate.

Internal Considerations

Internal department considerations should be made when setting
priorities. Morale builders such as trips, team building,
organizational development, well-maintained eguipment, and
good working conditions will pay off in the long run.

The impact on labor relations should be considered. When all
those affected are allowed some participation, they c¢an be
allies. If the union agrees to a program, that program has a
better chance of succeeding, especially if it requires extra
effort from line personnel.

Financial Pactors

Finally, the financial factors must be considered. The
government body's financial manager will be concerned sc¢ you
should be prepared. What is the relationship between programs
and resources? Do any raise money or pay their own way? If
the organization is volunteer, what 1is the fundraising
visibility of the program being considered?

Total cost of services and programs should be considered.
Cost models may be helpful here. ©Not only should the cost of
the program be determined but also the cost or impact of not

doing the program.



INTERFACE WITH OTHER DEPARTMENTS AND AGENCIES
Formal Interaction

The ° importance of formal interaction <cannot be over-
emphasized. There is often a tendency in the fire service to
feel other city departments are not as important as the fire
department. This promotes isolationism within the fire
departmentlstaff, leaving officers uninformed and naive.

Meetings with other departments can gather information on
needs and intentions for the coming year. All departments
stand a better chance in the long run by being supportive and
united in the quest for resources. Understanding the programs
and intentions of one another's departments can prevent bids
for conflicting programs. This is especially true of the
public safety agencies. )

Establish communication channels/contacts with the other
departments and officials in the jurisdiction. This should
include the financial officer and the chief executive officer.
The chief executive officer can provide insight into the
budget c¢limate and political priorities. Contact with other
agencies should be maintained, you do not want surprises in
programs or methodology, even from neighboring departments,
during budget hearings or negotiations.

Labor union discussions, of course, can have a budget impact.
Depending on the labor relations tactics of the jurisdiction,
the timing of those discussions should be coordinated with
budget development. Ideally the discussions with the union
and the budget development process should not create undue
pressure on the other.

Like the budget process itself, contact with city officials,
other departments, and agencies is an on-going process--the
budget is dynamic¢c, and so are the department's relationships
with others.

Informal Organizations

It is important to know the informal organization within the
political subdivision. Informal communication channels exist-
-learn how and when to use them. Who are the unofficial
leaders or power centers? The grapevine at city hall, or the
secretary in community development, can be a significant
source of information about hidden agendas and strategies.
Where do the elected officials gather unofficially for morning
coffee or breakfast, for example? Why and what are on the
mind of the community power centers--not the elected
officials, but the behind-the-scene influences.

Negotiations

As negotiations or interface with other departments and
officials begin, interpersonal dynamics is very important.
Recognize the need to be pragmatic--avoid emotionalism.
Arguments about burning babies are more likely to turn people
off than to secure them for your cause.



Recognize interdependence between departments; we are all here’
to serve the public and the community. We are on the same
side. Lousy roads make lousy response times. Poor hydrant
maintenance or no replacement program for older water mains
could interfere with our mission.

The relationship with Jjurisdiction's financial officer
director is an important one and deserves attention, here and
back home. The manager will affect communication. That in
turn can have a profound impact on the relative success of
your budget efforts.

The most common background for a financial officer can be
expressed as a perspective toward detail and control. This
type will usually leave program definition and management up
to the operational manager. He/she will at the same time
ensure that the resource allocation has the opportunity of
policy review, that specific expenditures are made according
to the letter of purchasing directives, and that each item is
assigned to the appropriate category in the budget.

The converse financial officer personality perspective is one
of cost-benefit analysis. You must convince this financial
officer first, of the worth of the program with sound cost-
benefit Justification. Once so0ld on the program, this
financial officer is much less interested in the details,
often to the point of bending the procurement rules if it will
save some money. :

Your financial officer may be somewhere in between these two

types. Whatever the financial perscnality type, a
professional, businesslike approach will be more successful
than emotionalism. even though they may be coming from

different directions, both the fire manager and the financial
officer should have similar goals and objectives--financially
responsible fire safety.

Sharing Services
Another way to get more programs out of a given amount of
resources is to pursue budget-stretching opportunities with
other agencies. Sharing services can help meet mutual needs
of allied agencies, avoid duplication, and reduce cost.
Mergers are potential budget stretchers for local governments.
Some examples would include:

1. The merger of police and fire.

2. The merging of building/code enforcement and fire.

3. _Various forms of merged dispatchers.

Less drastic, but with the potential for savings, is the
notion of shared facilities and services. For example:

1. Administrative offices. This provides potential for
joining such functions as data processing and media.

2. City maintenance facilities are often shared.

fallal



The first step in pursuing shared services is to develop am
inventory of resources and responsibilities that may be shared
with internal and external agencies. Next, 1is to approach
others with proposals to initiate sharing.

The actual agreements reached may be varied. Non-structured,
mutually beneficial exchange is common; such as the
traditional fire protection mutual aid pacts.

Reciprocal contracts have potential where departments are
close or allied agencies have special talents. Examples might
include:

1. We paint your building, you test our hydrants.

2. - You provide EMS transport, we will inspect your
commercial occupancies.

3. We test your pumpers, you test our hose.

Some agreements may be unilateral. A political power base may
result in involuntary merger or takeover. For Example: The
county. commissioners are convinced that merging independent
fire companies into a county department is in the public
interest.

State law mandates may cause a unilateral merger. Many state
laws require that annexation by an incorporated city will
result in the swallowing of the fire district's service
responsibility, and debt. '

DEVELOP NEW REVENUE SOURCES
New Sources

For each potential new revenue source identified in planning,
establish the amount of revenue which can be generated.
Identify all variables affecting the total revenue, and using
fluctuation ranges of variables, determine high and low
amounts possible.

The cost of generating revenue must be determined and included
in the budget. A determination of the expected collection
percentage and the cost to improve that percentage. What
collection mechanism is to be used? Will city hall provide
billing or will the department do it internally?

With new revenue sources, a delay in realizing positive cash
flow will be experienced. This must be determined and planned
for. The long-term stability of the source must be
determined. One-time windfalls are certainly welcome if the
responsibility and costs do not outweigh the benefits, and if
we do not commit to recurring costs based on this income.

Develop Salable Proposal

Develop a salable proposal for new revenue sources. Show that
it is necessary, reasonable, and’ financially/functionally
sound. Show the "what's in it for me?" for the political
decisionmakers.

63



Cost Unit

Cost out any new program to determine the unit cost of the
service. This can then be used to set user fees, if the
policymakers choose to do so.

EVALUATING REVENUE SOURCES
Sources of Funding

Government entities have three main sources of funds: tax
revenues, debt issues, and intergovernmental revenue sharing.
Sources of revenue would include grants, investment income,
contributions, fines and penalties, and marketing income. The
following material will discuss each of these revenue sources.

Tax Revenues

These are mostly used for funding the day-to-day operations of
-a Jjurisdiction. A list of some of the taxes a juisdiction
might levy would include property tax, sales tax, personal
property (luxury) tax use tax, consumption tax, licenses, and
permits. If a budget is financed, in whole or in part by
taxation, and the taxing and appropriation procedures
effectively separate payment from use and enjoyment, the
result is undoubtedly a shift of burdens and satisfactions
among the citizenry--some citizens get more satisfaction and
pay less, while others get less and pay more.

Debt Issues

These are mostly used for funding the capital improvement and
capital purchases of a jurisdiction. 1In the private sector
the cost of capital is a weighted average of debt, equity, and
internal financing. In the public sector, there is neither
tangible evidence of owner's equity nor any market value for
the services rendered by government. The only market for
equity interests in the public sector is the bond market. It
can be argued, therefore, that the appropriate public sector
cost of capital is the cost of debt, Certainly debt has an
objectively measured cost which can be calculated.

. Intergovernmental Revenue Sharing

These funds' are mostly used for supporting programs designed
to fulfill' a. social-oriented program (e.g., Meals on Wheels,
the building of a community center, etc.). These funds are
distributed annually and may be distributed by the area (e.g.,
county) government, or more likely, the federal government.
Recently these funds have come under fire from several sources

because of the lax control methods that have been used to

monitor their distribution, and more significantly, because of

how the funds have been used. The continuation of these funds

has been debated considerably by Congress in the past and the
possibility that these funds will be eliminated, or phased
out, is likely. &

The "real" costs of operating programs, initiated or
supplemented by revenue sharing, eventually begin to erode the
advantages of the original benefits. The erosion is caused by



not appreciating the principle of "complimentary budgeting."
This occurs when an accurate estimate of future maintenance
and operating costs, which are the responsibility of the
jurisdiction receiving the funds, is not performed when a
program is launched or a building is constructed. Eventually,
the costs of maintaining the program outweigh the advantages
of the program or facility.

Grants

These funds are similar to intergovernmental revenue sharing
except that they might be provided by a governmental entity,
foundation, corporation, or an individual. Grants are usually
a one-time, nonrenewable appropriation and are good for
single-event purposes. The limitations of grants are similar
to those of revenue sharing.

Investment Income

These are mostly used for funding the day-to-day operations of
a Jjurisdiction. Many communities make investments in such
things as mutual funds or property to generate revenue. While
the practice itse